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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial sapeagency to

use its authority when examining financial institutions subject to its supervision, te #sses
institution's record of meeting the credit needs of its entire community, includingradw
moderate-income (LMI) neighborhoods, consistent with safe and sound operation of the
institution. Upon conclusion of such examination, the agency must prepare a written evaluation
of the institution's record of meeting the credit needs of its community.

This document is an evaluation of the CRA performanEmefBank USA (EB)prepared by
theFederal Deposit Insurance Corporatigrihe institution's supervisory agency, ag\pfil 12,

201Q The agency evaluates performance in assessment areas, as they are delineated by the
institution, rather than individual branches. This evaluation may include the visits to some, but
not necessarily all of the institution's branches. The agency rates the CRA per@whanc
institution consistent with the provisions set forth in Appendix A to 12 CFR Part 345.

This institution elected to be evaluated under the Strategic Plan Option (Plan). The Plan
approved by the agency, sets forth goals for satisfactory and outstanding performance.



INSTITUTION RATING

INSTITUTION'S CRA RATING: This institution is rated Outstanding\n institution in this
group has an outstanding record of helping to meet the credit needs of its assassme
including LMI neighborhoods, in a manner consistent with its resources and cagsabilit

EB’s CRA performance depicts an outstanding record of helping to meet ditenereds of its
assessment area, as outlined by the Plan. The evaluation covered Plan years 2005, 2007, 2008,
and 2009. Performance for 2006 was not evaluated during this review, as the bank was not
operating under an FDIC approved Plan for this Plan year (see Scope famadldiformation).

The following supports an outstanding performance rating:

e Cumulative community development (CD) loans and investments met bank establiglsed go
for “Satisfactory” performance in Plan year 2005. In Plan years 2007, 2008, and 2009, EB
exceeded the minimum goal for “Outstanding” performance.

e CD grants and donations met bank established minimum goals for “Satisfactory”
performance in 2005, 2007, and 2008; and exceeded established minimum goals for
“Outstanding” performance for 2009.

e CD service hours exceeded bank established minimum goals for “Outstandiiogiaece
for three of the four Plan years. EB did not meet the minimum CD service hour respigem
to meet “Satisfactory” performance for 2005. However, more weight is giveD sefvice
hours performed during 2007 through 2009.

e EB has not received any complaints relating to its CRA performance.

In addition, no evidence of discriminatory or other illegal credit practicemgmstent with
helping to meet community credit needs was identified.



SCOPE OF EXAMINATION

EB’s performance with respect to the Plan examination procedures includedsanialys
following five performance criteria: EB’s CD loans and investments; CDtdorisaand grants;
and CD services. In addition, EB’s level of innovativeness represented by i@beactand
response to complaints regarding its CRA performance were also reviewed.

During this CRA evaluation period, EB operated under two approved FDIC Plans. The first
Plan, hereafter referred to as Plan A, was approved by the FDIC on January 27, 2004, and wa
established for Plan years 2004 and 2005. Performance for Plan year 2004 was evdh&ated a
previous CRA Evaluation conducted February 22, 2005. A second Plan, hereafter referred to as
Plan B, was approved by the FDIC on September 22, 2006. According to Plan B, it would be
effective as of the date of FDIC approval for “Plan years 1, 2, and 3.” As Plas Bpproved
based on annual performance, calendar years 2007, 2008, and 2009 were reviewed. Bank
management did not submit a Plan to the FDIC for the Plan year beginning in 2006, which
resulted in a lapse of approved performance measurements from January 1, 2006, through
September 22, 2006. As the bank was not operating under an FDIC-approved Plan with
established performance goals for the majority of 2006, performance fge#ris/as not

evaluated or rated at this CRA review. However, as the review period includedaioyeBrs,

2005, 2007, 2008, and 2009, exclusion of 2006 performance does not significantly impact the
bank’s overall CRA rating.

Plan A and B include measurable goals for CD lending/investments, grants,\acelssefhe
primary focus of these goals is to address identified needs for affordaisiadndinancial
education, and community services targeted to LMI individuals in EB’s desdjaasessment
area.

This evaluation relies upon records and reports provided by EB, publicly available@dina
information, demographic data, and information gathered as part of the evaluatias proce
including recent community contacts. The evaluation reflects EB’'s CRA penhae since the
previous evaluation, conducted by the FDIC, on February 22, 2005. The evaluation was
conducted from EB’s only office in Salt Lake City, Utah. Examiners evalu@@edERA
performance in the context of the following:

The current economic environment,

Demographic characteristics of its assessment area,
CD opportunities within its assessment area,

Financial resources and constraints,

Institution product offerings and business strategy, and
Information derived from community contacts.



DESCRIPTION OF INSTITUTION

EB is a Utah chartered industrial bank which opened for business on June 3, 2002. EB is a
wholly-owned subsidiary of CMS Energy Corporation, located in Jackson, Michigan. EB
operates from a single, non-retail office located in Salt Lake County, whigithin the Salt

Lake City, Utah Metropolitan Statistical Area (MSA) #41620. As of December 31, 2BG9, E
assets totaled $284 million, which is an increase of 429 percent since the previous CRA
Evaluation conducted as of February 22, 2005, when assets totaled approximatelyi@66 mil

EB does not solicit walk-in business, maintain branch offices or deposit-takingedigtoetier
machines, or offer a wide range of loan or deposit products, as do typical nekail lizredit
products are offered through strategic business partners and deposits aesl dlocpugh

brokers. Brokered deposits comprise 100 percent of total deposits. As of December 30, 2009,
EB had total loans of $264 million, and total deposits of $215 million.

EB specializes in providing unsecured home improvement and home energy loans through
strategic business partners in all 50 states and the District of Columbia.s EB@standing
relationships with large independent contractors and leading home improvement nuaensact
distributors, and franchisors, as well as their dealer networks.

EB received a “Satisfactory” rating under the CRA Plan procedures abit$ORtA Evaluation,
dated February 22, 2005. There are no apparent legal or financial impediments, whith woul
prohibit EB from meeting the credit needs of the community.



DESCRIPTION OF ASSESSMENT AREA

Demographic Information

EB has defined its assessment area as Salt Lake County, which contaangas$igpopulation
concentration in Utah. As of 2009, Salt Lake County had over 1.1 million residents. Table 1
shows key demographic information for Salt Lake County.

Table 1 Salt Lake County Demographics
Demographic Characteristics # (;; %\?’ # M(%dgfrite ';2%?'2 (E/JO pc?fe;
Geographies (Census Tracts) 193 3 22 47 28
Population by Geography 898,387 1 23 49 27
Owner-Occupied Housing by Geography | 203,690 0 17 52 31
Business by Geography 109,522 8 22 41 29
Farms by Geography 1,591 4 18 44 34
Family Distribution by Income Level 215,864 17 20 25 38
Distribution of LMI Families throughout 79,601 3 29 47 o8
assessment area
Median Family Income 54,586 Median Housing Valug 5,668
Hou;ing and_Urban Development (HUD) Adjusted 67 800
Median Family Income (MFI) for 2009 : 4th Quarter 2009 6.2 %
Households Below Poverty Level 8)/0Unemployment Rate

Source: 2000 U.S Census, 2009 HUD updated MFI, Business Data, and Haver Analytics
Economy

According to Moody’s Economy.com, December 2009, the economy in the greaterk®alt La
City area over the last two years has followed national trends regandnegsed
unemployment, although to a lesser extent. According to Moody’s Economy.commliice
2009, the unemployment rate for Salt Lake City had risen by more than 6 percergssigic
2008. However, this remained well below the national average. The Salt Lake City
unemployment rate for December 2009 was 5.7 percent, and 6.3 percent overall fatetioé¢ St
Utah. In comparison, the unemployment rate for the United States was 9.5 perttenséone
time period.

Competitive Environment

According to the June 30, 2009, FDIC Summary of Deposits, there was a total of 54 FDIC
insured financial institutions with offices or branches located in Salt Lake oE# ranks 28
in deposit market share, holding .06 percent of the county’s $282 billion in total deposits.

The State of Utah Department of Financial Institutions, as of June 30, 2009, listgabtal U
depository institutions at 166 with $396 billion in total assets. Of that total, 35 wereezoral
banks with combined assets of $158 billion, 101 were credit unions with $15 billion in combined



assets, 24 were industrial banks with $174 billion in combined assets, and 6 were salings a
loan associations with $49 billion in combined assets.

Bank Identified Community Credit Needs

EB identified the primary focus of both Plans A and B as the development of lomgstarmal
partnerships with local community groups. EB noted that these organizatigenarally
acknowledged as highly effective in addressing the needs of the community.aibetated

that the bank’s CRA activities would focus on financial education, training and dfferda
housing. A supplemental focus of the Plans is to make unsecured home improvement loans
available to LMI borrowers in Salt Lake County.

Community Contacts

In conjunction with this evaluation, information from existing community contactsevaswved
to determine the CD needs of the assessment area. The director of a local hubshitg a
explained that there is a critical need for housing for the homeless, seovisesibr citizens,
and transitional housing for people affected by recent mortgage troubles. The ti@aisza
involved in affordable housing development. The contact stated that local community and
financial institution involvement with the organization has been strong. One exaimple
financial institution involvement the contact mentioned was the assistance grtvioegh a
statewide community reinvestment corporation that has developed affordablegholise
contact stated that there continues to be a need for additional affordable hosistag@es,
school programs, services for seniors, and other related community services.

The director of a local CD corporation echoed the ongoing need for affordable housiag in t
greater Salt Lake area. This contact noted that the housing situation in UtaHdveedfthe
national trend and faces the same issues and challenges that result ingnndfallestate prices
and escalating foreclosures. The contact also stated that there isdgeadad for affordable
housing along the greater Salt Lake area than available resourcesaarebalt there is a critical
need for housing for veterans, refugees, homeless, senior citizens, anetransitusing.

CONCLUSIONS WITH RESPECT TO PERFORMANCE IN SALT LAKE
COUNTY

EB’s CRA performance depicts an outstanding record of helping to meet ditenexeds of its
assessment area, as outlined by the Plans, in a manner consistent with itesesulr

capabilities. The following evaluations cover CRA performance for 2005, 2007, 2008, and 2009,
under each year’s respective Plan’s goals. A significant portion of EBis Rleus on

cumulative CD loans and investments. Therefore, the most weight in determratiiggavas

placed on the bank’s CD lending and investment CD performance. To a lesser@Bgree

grants, donations and CD service hours are evaluated and considered in the owneyall rati



Combined Cumulative Community Development Lending and Investmes

Overall, EB has achieved its goals for an outstanding level of CD loans and iewesstriihe
measurable goal for lending and investments consist of cumulative CD loans atdéemies
expressed as a percentage of EB’s average assets for the previous yeafculdten is

cumulative; thus, not requiring a certain percentage of new loans and investmierntsagac

The cumulative amount includes the total of EB’s year-end CD loans and invesame i

amount of all other CD loans and investments made during the Plan year minus any pay downs
or called investments. EB’s average assets for each Plan yealcalated using the amounts

from line 9 of Schedule RC-K from EB’s quarterly Call Reports. Table 2atsfEB’s

cumulative CD loans and investments and the goals achieved for each Plan year.

Table 2 Cumulative Community Development Loans and Investments
Bank Established Goals Bank Performance Plan Goal Met or

_ , Average Exceeded
Plan | Satisfactory | Outstanding | Loans/Investments| Assets Actual
Year Total (000s) (000s) Performance
2005 .75% 1.25% $575 $71,289 .81% Satisfactory
2006 No Plan in Effect $1,828 $112,137 1.63% NolSwaEffect
2007 1.00% 1.30% $2,610 $155,640 1.68% Outstanding
2008 1.10% 1.40% $3,290 $184,206 1.79% Outstandinb
2009 1.25% 1.50% $4,026 $219,832 1.83% Outstandinb

Source: EB records and EB Plans A and B.

Cumulative CD loans and investments met established minimum goals ford&atigf
performance for Plan year 2005. In Plan years 2007, 2008, and 2009, EB substantiallydexceede
the minimum goal for “Outstanding” performance.

As reported by community contacts utilized for the CRA Evaluation, orgamizaftbcusing on
affordable housing are among those in greatest demand of funding. EB hasslyfégiplied
investment funds toward organizations that meet these identified credit needs3 Tablizes

the organizations and investment funds that received benefit of EB's investmatie sty
Plan year.

Table 3 Community Development Loans and Investments
Breakdown
Plan Year
Community Development 2005 | 2006 2007 2008 2009
Activity
Investment (000s)
Affordable Housing Bonds $57p $1,365| $2,155| $2,945] $2,650
Mortgage Back Securities 40 $463 $455 $345] $1,376
TOTAL $575 | $1,828] $2,610] $3,290] $4,026

Source: EB records

The investments included Utah Housing Bonds and Federal Agency Mortgage BacketiteSecuri
with underlying collateral in residential real estate loans made tandiliduals. These



investments support affordable housing and mortgage financing programs to LVduadsvin
the bank’s assessment area of Salt Lake County.

EB also originates unsecured home improvement loans to LMI individuals in tissrasse

area. The loans are considered by bank management as supplemental to tharpesfgoals
established for cumulative CD lending and investment and, therefore, are notdnoltite
preceding analysis. Based on EB records, the bank originated 142 home improvemeat loans
LMI individuals in the assessment area, totaling $725,000, for the combined years of 2007
through 2009. The bank’s lending efforts to LMI individuals in the assessment area are
recognized as additional support for the bank’s outstanding performance ir#snasst area.

Community Development Grants and Donations

Overall, EB has achieved its goals for a satisfactory level of @Btgyand donations to qualified
entities. EB’s Plans set a minimum dollar amount goal for total CD grants anébdsriat

each Plan year. In 2005, 2007, and 2008, EB met the minimum bank established goals for
“Satisfactory” performance. EB exceeded the goal for “Outstangiegdrmance in 2009, as
illustrated in Table 4.

Table 4 Community Development Grants and Donations

Bank Established Goals Bank Performance Plan Goal Met or
Plan Satisfactory | Outstanding | Grant/Donation Total (000s) Exceeded
Year
2005 $7,500 $15,000 $7,500 Satisfactory
2006 No Plan in Effect $13,750 No Goals in Effect
2007 $12,500 $15,000 $14,125 Satisfactory
2008 $13,000 $15,500 $13,000 Satisfactory
2009 $13,500 $16,000 $17,650 Outstanding

Source: EB records and EB Plans A and B.

When determining EB’s overall CRA rating, lesser weight was placed on CDatndtie to
the relatively low volume of activity. During the four year review period, EB @ohi@ seven
different CRA qualified organizations that primarily provide CD servicdsyddble housing,
and revitalization to LMI populations. Among these organizations, 2 received cwaulati
donations of $5,000 or more over the 4 year examination period and are described below.

Underprivileged School Sponsorshionations were provided to sponsor two local Title 1
elementary schools through a local financial education organization. This otgenavides
student education concerning workforce readiness, entrepreneurship, and finaneizbeduc
through experiential, hands-on programs.

Employment Services Donations were provided in all four Plan years to fund a non-profit
organization dedicated to helping reduce the number of children living in poverty hyghelpi
low-income women (primarily single mothers) build better futures for fedras and their
children through long-term employment.




Community Development Services

Overall, EB has achieved its goals for an outstanding level of CD service baualified

entities. While EB did not meet the required number of hours for satisfactorynpainice in

2005, they substantially exceeded the volume of hours required for outstanding peréormanc
during the years 2007, 2008, and 2009. Table 5 reflects EB’s total CD service hours and the
goals achieved for each evaluated Plan year.



Table 5 Community Development Service Hours

Bank Established Goals Bank Performance Plan Goal Met or
Plan | Satisfactory | Outstanding | Qualified Service Hours Exceeded
Year
2005 96 145 66 Needs Improvemen
2006 No Plan in Effect 83 No Goals in Effect
2007 100 120 169 Outstanding
2008 105 130 511 Outstanding
2009 110 145 577 Outstanding

Source: EB records and EB Plans A and B.

EB personnel are responsive to the community by providing the following servitesayaot
always be available through current federal/state funding or other non-ptiities. Table 6
describes the service activities in greater detail:

Table 6 Qualified Community Development Service Hours

Qualifying Services Activities 2005 2006 2007 2008 2009
Financial Education for Provide financial education
training to LMI students at 3 2 48 31 26 8
Students ;
different schools.
Credit, Legal, Teach classes and provide
Homebuyer, and assistance to LMI adults in 46 31 70 7
Employment Education various forums and languages.
Board or Committee Board and committee service to
Service to Qualifying entities engaged in CD 4 4 39 10 16
Entities activities
Provide assistance to LMI
. . individuals through nonprofit
Essential Services for . : .
LMI individuals organizations in various areas
such as legal services, after 3 10 457 553
school programs, shelter, and
tax preparation services
Additional CD Services
including Social Variety of qualified services
) . - 11 19 11
Services to Native provided
Americans
TOTAL OVERALL HOURS 66 83 169 511 577

Source: EB records
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Some examples of the responsiveness of EB’s CD services to identified coynnaguis are
as follow:

EB identified the need for preparation of tax returns for LMI individuals who could not pay
for this service. Numerous employees provided a substantive number of hours to previde thi
assistance through a local volunteer income tax assistance programed argetduals are

LMI and include disabled, elderly, and those with limited English-speaking diéipabiEB
representatives assisted in preparing and submitting 302 tax returns fead_fillers in 2009.

EB also identified the need for financial education training for LMI stisdeBB officers and
employees provided training to students at three different Title 1 schools throwgih a lo
financial education program, which is intended to provide a more secure financialtionnda

to students. The program has been offered in schools for many years and covers numerous
facets of the financial industry. EB employees contribute to this prograobigling their

time and financial expertise to teach students. Areas include financiatiedubasiness,
economics, and the free enterprise system. The time volunteered by EB persohadldas
positive impact on numerous students, with one school noting that approximately 500
students a year receive the benefits of participating in this program.

Another of EB’s CD service activities that meet an identified need inclodamng with a non-

profit agency that helps low-income women (primarily single mothers)dimgl term
employment.
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APPENDIX A

SCOPE OF EXAMINATION

SCOPE OF EXAMINATION

TIME PERIOD REVIEWED

(2006 excluded)

January 1, 2005 through December 31, 2004

)

FINANCIAL INSTITUTION

EnerBank USA

Salt Lake City, Utah

PRODUCTS REVIEWED
CD Loans, Investments, Grants, and Service

LIST OF ASSESSMENT AREAS AND TYPE OF EXAMINATION

ASSESSMENT TYPE OF BRANCHES OTHER
AREA EXAMINATION VISITED INFORMATION
Salt Lake County Full-scope Main Office NA
On-site
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